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According to the government's Foreign Investment Superintendent (Superintendencia de
Inversiones Extranjeras, SIEX), direct foreign investment in Venezuela grew by US$30.5 million in
April, representing a 90% increase over the level reported in March. The growth in investment last
month reflects a reversal of the trend since the beginning of the year. In the first quarter of 1994, new
foreign investment dropped by 30% compared to the same period in 1993, and the nation's foreign
reserves fell by 17% to US$10.5 billion.
Conflicting signals over economic policy under President Rafael Caldera, who took office in
February, had discouraged potential investors in the first quarter while encouraging capital flight.
Nevertheless, in late April the Caldera administration announced a broad austerity plan to cut
the state budget by 10% in order to lower the fiscal deficit and control inflation. Last year, the
fiscal deficit soared to nearly 7% of GDP, which in turn pushed consumer prices up by 45.9%, the
highest annual inflation since 1989. The centerpiece of Caldera's new austerity plan is an energetic
campaign to sell off inefficient state firms.
In early May, the government announced that it would sell off parts of the state petroleum
company Petroleos de Venezuela S.A. (PDVSA), as well as the huge steel and aluminum company
Corporacion Venezolana de Guayana. In fact, in the first half of April, Venezuelan Finance Minister
Julio Sosa Rodriguez met with foreign investors in Washington to discuss the privatization plan
(see Chronicle 05/05/94). Thus, the jump in foreign investment in April is generally attributed to
the government's decision to carry forward the structural adjustment program begun under former
president Carlos Andres Perez.
Indeed, the US$30.5 million in new foreign investment last month brought total direct investment
for the first four months of the year to US$52.4 million, representing a 15% increase over the same
time period in 1993. Of the new investments reported in April, the lion's share came from the US,
which accounted for US$17 million, or 56% of the total. Switzerland was the runner up, accounting
for US$11.6 million. The remainder came from a diverse array of investors in 19 different countries.
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